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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* ‘
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= 9171 Wilshire Boulevard, Suite 500 Beverly Hills California 90210
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OATH OR AFFIRMATION
I, Guy Woelk e , swear (or affirm) that, to the
best of my knowledge and belief thc accompanymg ﬁnancnal statement and supporting schedules pertaining to the firm of
UNX, Inc., a Delaware Corporauon ", asof
September 30, -7 20 06, are true and correct. 1 further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any ﬁroprietary interest in any account classified solely as that of

a customer, except as follows: p WQ

; ' n _
%\ n Signature

Chief Financial Officer
Title

State of California ' } SS
County of Los Angeles

Subscribed and sworn to (or affirmed) before
me this 20th day of November, 2006 by Guy Woelk,
This report** contains (check all applicable boxes): wha is personally known to me.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders' Equity or Partners' or Sote Proprietors' Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j} A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. .

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplememal Report.

COE O OOOCOCOC00&EE

(n) A report describing'any material inadequacies found to exist or found to have existed since the date of the previous audit.

'
i

**For conditions of confidential treatment bf certain portions of this filing, see section 240.17a-5(e}(3).

(a) Facing page. ' ;
(b) Statement of Financial Condition. Notary Publy

’j

.
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INDEPENDE:NT AUDITORS' REPORT

1 i
i

To the Board of Directors and Stockholder of UNX, Inc., a Delaware Corporation:

We have audited the accompanymg statement of financial condition of UNX, Inc., a Delaware Corporation (the
Company), as of September 30, 2006, that you are filing pursuant to Rule 17a-5 under the Securities Exchange
Act of 1934, This fi nancral statement is the responsibility of the Company's management. Our responsibility is to
express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. - Those standards require that we plan and perform the audit to obtain reasonable assurance about;
whether the statement of financial condmon is free of material misstatement. An audit :ncludes consideration of; -
internal control over|fi nancaaltrepomng as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the, purpose of expressing an opinion on the effectiveness of the Company's internal
control over financial Ireportmg Accordlnglyf we express no such opinion. An audit also includes examining, on a
test basis, evidence supportlng the amounts and disclosures in the statement of financial condttron assessing the
accounting principles used and significant estimates made by the Company’s management, as well as evaluating
the overall statement of|f inancial condition presentation. We believe that our audit provides a reasonable basis
for our opinion. b, :

I

In our opmlon the fi nancnal statement refermed to above presents fairly, in all material respects the financial
position of UNX, Inc. i a Delaware Corporation, as of September 30, 2008, in conformity with accounting principles
generally accepted i |n_ the United States of America.

kst Hosa lompany, 22

Beverly Hills, Califorr{ia !
November 9, 2006

e

! Aftilated Offices Worowide  AG,

t




. September 30, 2006E

ASSETS

Cash and cash equivalents

Restricted cash o

Deposit at related clearlng broker

Receivable from related clearmg broker
_Receivables from broker-dealers and others

Property and equipment, net

Deposits, prepaid expen'ses. and other assets

Goodwill '

LIABILITIES AND STO¢KHOLDER'S EQUITY

Liabilities
Commission rebates payable to clients
Accrued expenses and other liabilities
Accounts payable

Total liabilities
Commitments and contingencies

Stockholder's equity |

Common stock, $.0000001 par - 1 share authorized,

issued and outstanding
Additional paid-in capital
Accumulated deficit

Total stockholder's equity

See accompanying notes to :ﬁnancr'a! statement.

3,633,655
1,932,259
1,000,000
391,862

499,745
1,113,767

705,788

13,498,801

22,775,877

2,470,007
1,821,669
756,029

5,047,705

1
45,306,286
(27.578,115)

17,728,172

22,775,877




1. Nature of operations

The accompanying ﬁnancnal statements reports the accounts of UNX, Inc., a Delaware Corporation (the
Company), a wholly, owned subsidiary of; UNX Holdings, Inc. (Holdings). The Company'is a broker-dealer'
" registered with the Secuntles and Exchange Commission (the SEC) and is a member of the National Assomatlon
of Securities Dealers! Inc The]Company is based in Burbank, California, with a backup data center in Las Vegas
Nevada, and sales offi ces in San Diego, California, and New York, New York. UNX offers institutional brokerage
services, including a propnetary electronic trading platform. The Company executes and clears its secuntles
transactions on a fully disclosed basis with a clearing broker and, accordingly, is exempt from Rule 15¢3-3 of the
SEC under paragraph (k)2)() and (k}2)().

_ + :
2. Significant accofunpng policies
: :
|
Basis of Accounting

The financial 'statements of the Company have been prepared in conformity with accounting principles generall
accepted in the United States of America ("U.S. GAAP") and in the format prescnbed by Rule 17a-5 under th
Securities Exchange Act of 1934 for brokers and dealers in securities.

< I

Use of Estimates

[
The preparation of fi nanmal statements in conformlty with U.S. GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statementls
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Cash Equivalents

. {
The Company considers all highly liquid investments purchased with original maturities of three months or less that
are not required 10 be segregated under federal or other regulations to be cash equivalents. At September 30
20086, cash equwalents consist of money market accounts of $2,021,995. The carrying value approximates fair
value due to the short-term maturities of these investments.

Restricted Cash
At September 30, 2008, restricted cash consists of $1,932,259 related to amounts due to customers participating
in the Company's commission rebate program.

Deposit at Related Ciearing Broker
The Company has a clearing deposit of $1,000,000 at a related broker-dealer as of September.30, 2006.

l
Property and Equipment
| . .
Equipment, software, and furniture and fixtures are recorded at cost and depreciated over their estimated useful
lives using the straight-line method. Estimated useful lives range from three to seven years. Leaseho!‘d
improvements are amortized over the lesser of the economic useful life of the |mprovement or the term of the

lease.




2. Significant accounting policies (continued)

Goodwill and Other Iﬁtangibles; 1
I

- The Company accounts for goodwrl! and mtanglble assets in accordance with Statement of Financial Accountmg

Standards ("SFAS") No 142, Goodwrﬂ and, Other Intangible Assets. SFAS No. 142 reqmres that goodwill and

other intangible : assets with |ndef|n|te useful lives be tested for impairment at least annually and written down when

impaired. As of September 30 2006, management has delermined that there is no impairment to the carrylng

.value of goodwill of $? 3, 498 801 ,

Income Taxes ] ‘ oy !
The Company accounts for i mcome taxes in'accordance with SFAS No. 109, Accounting for Income Taxes, whrch
requires the recogmtron of deferred fax assets and liabilities at lax rates expected to be in effect when these
balances reverse. Future tax ‘benefits attributable to temporary differences are recognized to the extent that
realization of such benef ts is more likely than not. The Company files consclidated federal and state income tax
returns with Holdings.
. i

Revenue Recognition !

The Company recelveslcommlssmn payments for brokerage transactions conducted through various electromc
trading platforms andE its! agency trading desks. Commissions are recognized gross of clearing charges, but net of
any soft-dollar or comm|SS|on recaplure amounts, and are recorded con a trade date basis.'The Company also
receives from its cleanng broker a portion of the interest income earned on introduced customer accounts. Interest
earned from customer accounts is recognized and recorded when the amounts are earned and realizable. For the
year ended September 30, 2006, approximately $15,169,000 of soft-dollar/fcommission recapture was offset
against commission mcome
As-of March 2006, the parent of the Company s clearing broker-dealer purchased an approximately 9.1% interest
in Holdings. For the | srx months since the aforementloned transaction, the Company has incurred approxrmately
$2,242,000 in clearlng expenses paid to the Company’s clearing broker-dealer.

[

The Company prowdesstrade execution services for clients of several introducing broker-dealers. The revenue
recognized on this actwrty is equal to the net execution rate earned by the Company. Two introducing broker-
dealers are related partles thathave common ownership and directors. Related party commission revenues for the
year ended September 30 2006 were approximately $1,921,000.
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3. Property and equipment

Property and equipme:nt as of September 30! 2008, consist of the following:

| .
Eqmpment . - § 3,782,732

s | Leasehold improvements 854,136
| Purchased software 634,369
|| Furmture and fixtures 347,578
! )
L I : - . .
- ! I : 5,618,815 ,
! Accumulated depreciation and amortization (4,505,048)
- Total : $ 1,113,767

4. Commitments and contingencies

Leases
|

The Company leases off ice space under non-cancelable operating leases. The Company has the following

operating lease commitments:
|
|

Year, Ending September 30th

, 2007 $ 858,938
2008 850,932

' 2009 753,264

( 2010 54,834
2011 -

" Total . . $ 2,517,968

Total rental expense fbr the year ended Septembér 30, 2006 was $883,692.

Litigation |
The Company has htlgauon ansnng from the normal course of business. When it is both probable that a liability has
been incurred and lhe amount can be reascnably estimated, management has accrued for such future liability.




5. Off-balance-sheet risk

Pursuant to clearance agreements, the Company introduces all of its securities transactions to cleanng brokers on a
fully disclosed basis. All of the customers’ money balances and long and short security positions are carried on the
books of the clearing brokers. In accordance with the clearance agreements, the Company has agreed to indemnify
the clearing brokers for losses, if any, which the clearing brokers may sustain from carrying securities transactlons
introduced by the Company. In accordance with industry practice and regulatory requirements, the Company and the
clearing brokers monitor collateral on the customers' accounts.

6. Income taxes

fncome tax expense of approximately $17,000 for the year ended September 30, 2006 consists of the minimum
required state franchise laxes.

At September 30, 2006, the Company has net deferred tax assets of approximately $2,690,000. The Company has
eslablished a valuation allowance against 100% of deferred tax assets until it can be determined that it is more
likely than not that the assets will be realized. The deferred tax assets primarily result from apprommately
$19,266,000 of net operatlng loss carryforwards for federal tax purposes. The net operating loss carryforwards will
begin to expire in 2020, and the Company's ability to utilize these amounts is subject to the ownership change
rules in accordance with'Internal Revenue Code Section 382. The amount of net operating losses available for the
year ending September 30, 2007, will be approximately $8,372,000.

7. Retirement plan
. The Company has a- deflned contribution retirement plan {the Plan). Under the terms of the Plan, the Company

may make dlscretlonary matchlng contributions and profit-sharing contributions. During the year ended September
30, 2006, the Company did not make any contributions to the Plan.

8. Net capital requirerﬁents

The Company is subjectlto the SEC Uniform Net Capital Rule (Rule 15c3-1}, which, under the alternative standard -
elected by the Company, requires the maintenance of minimum net capital of $250 000. As of September 30
2006, the Company has net capital of $2,106,095, which was $1,856,095 in excess of its required net capital of
$250,000.

* There are no material dlfferences between the computation of net capital for audit purposes and the computatlon
of net capital in the Company's unaudited Form X-17A-5, Part lI-A filing as of Seplember 30, 2006.




